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PA 415 defines additions for the capped value fonnula. 
additions f m  PA 415: 

The following are 

Chitted redl is property which should have been included 
on a previous year's assessnent roll but was incorrectly anitted. 
Chitted plroperty shall not qualify as an addition in the current 
capped value fonaula unless the assessor has a property record 
card or other documentation showing that the anitted real property 
ms not prwiously included i n  the assesanent. 

If anitted property is discowxed after the assessment rol l  has 
been q l e t e d  by the Board of Wiew, it may be added to the tax 
roll by using the section 154 proceckrres already established for 
handling anitted property. (Note: The State Tax Cannission does 
not accept sectim-I54 filings involving minor it- such as 

- 

missing porches). 

The dollar a n m t  of the addition in the capped value f o m l a  for 
anitted Propeay is the amxult of m l e  vahe the anitted 

would mxrently have i f  it had not been anitted. 
1995, this Bmxlllt is 50% of the current W of the anitted 
praperty. Haever, Starting in 1996, the assessor will be 
reQuired to calculate the SEv of the anitted pmpe- as of the 
year it was anitted and calculate its taxable value up to  the 
currentyearasif i t h a d n o t h a n i t t e d .  

For 

2)  Qnittedpersondl- 

0n;LttedperSondl property is treated the same a8 anitted real 
property except that the l a w  does not require that the assessor 
have a property record card or other docmentation showing that 
the anitted persandl property was not previously included in the 
a s s e s ~ t .  



New mmtm%bn is property which was not in existence on the tax 

year'sroll. New- 'on does not include repla-t 
-on which is a separate category to be discussed later. 
New construction may in=l~& real or persondl praperty. 

The dollar ammt of the addition in the capped value formula for 
new construction is calculated as follows: 

ckry for last year's assesament roll and is newon the current 

Tcv of 

constnlction 
Additian= thenew X 50% 

PA 415' states t h a t  new 'on does not include the true cash 
WtlLle of expenditures for nonual repalm ,-replacement, and 
mintemme which qualify to be exeqted under the provisions of 
3 5  211.27(2)(a) to (0 )  samtmes referred to  as the M2ithieu Gast 
Act. The State Tax Ccmaission advises that a taxpayer who wishes 
to have property e x e q t  & this section of the law.rmst apply 
in w r i t i n g  to the assessor, preferably on form -293. PA 415 
cfianges K!L 211.27(2) tm a3.h~ the eamqtmn 
expenditlxes farm3ma.l nqmim3, xeplamlmt, ard w+inteplance nuxk 
at~t inE?bythecum?ntanrer.  €tunerly,onlyexpendi- 

- - .  of 

after 30, 1976 oarld QudLify for mn-ccmsideration. 

Previously exempt property is pmperty that was exenpt f ran ad 

assessable on the curzent tax day. 
valoren taxation on the imnedra - telypmcedmg - t a x d a y b u t i s  

abere are 3 categories of previously exssnpt property: 

a) praperty that was m m l y  exrenprt under the prwisions of 
l 5  211 .7~  (poverty exmptum 1- 

The Qllar ammt of the addition in the cappedvalue f d a  
for property previously exenpt under XL 211.7~ is calculated 
as follows: 

Addition = The Tawble Val- of the entire parcel i n  the 
currentyearif i t M n o t b e e n ~ M I N U S  (TheTaxable 
Value in the 
inflation rate). 

year X the lesser of 1.05 or the 

In the folloiwng exmple, this f o d a  will result in the stme 
taxable va+ in the year following a poverty -ion that 
thepropertywouldhaveMifithadnatbemexenpt. In 
o t b r  words, a praperty which receives a poverty e e o n  in 
a current year w i l l  not in the following year lose the 
advantage of a low ratio of taxable value to true cash value 
that it may have gain!& over several years of the cap having 
been applied.. 
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1994 Assessed value of a property = $30,000 

1994 Board of W e w  grants a partial pwerty exenption 
lowering the assessed value to $10,000. 

1994 State  Equalized Value af ter  w o n  = $10,000 

Inflation rate = 1.026 
NO physical changes to property in 1994. 

1995 Tentative State Equalized Value = $31,000 

Addition = The Taxable Value of entire parcel in current year 
if it had nut been exempt MINUS (Taxable Value in preceding 
year X the lesser of 1.05 or inflation rate which is 1.026) 

= ($30,000 x 1.026) MINUS ($10,000 x 1.026) 

= $20,520 
$30,780 $10,260 

1995 capped Value = (1994 Final SEV - IDS-) X (The 1- Of 
1.05 or the inflation rate of 1.026) + 
pdditians 

= ($10,000 - 0) X 1.026 + $20,520 
= $30,780 

NclllE: Public Act No. 390 of 1994 (Enrolled House Bill M. 
5019) expands section 7u of the General property Tax 
A c t w h i c h d s a l s w i t h t h e p o v e r t y ~ i o n .  Thisnew 
law allows partial poverQ exemptions. 
addressed by a future bulletin. 

PA 390 w i l l  be 

b) praperty that was previously e x e q t  under the provisions of 
M3; 211.73~ because it qualified as a new facility on the 
Industrial F a c U t d e s  Tax (IFF) roll. 
exreapt urder MZL 211.7k bs a replacement facility fits into 
category c below. 

praperty pxeviously 

Ihe amJurn of the addition in the capped value fonraila for 

is the taxable value the property would have had in the 
curreprt year i f  it had nut been exempt. 
the addition would be 50% of TCV for 1995. 
years it could be less than 50% if TCV increases faster than 
taxable value. 

plrwiausly exmpt under I 5  211.7k as a new facililq 

The dollar mnmt of 
However, in futm 

c )  property thqt was previously exenpt under any other section of 
law is the 'ICY of pxeviously e x a p t  property x 50%. This 
includes pmperty previously exenp7t under K3G 211.7k as a 
3sPlacemnt facility. 

n 



5)  Replacemmt Comtmction 

m-- 'on is construction that replaces praperty 
damaged or k t m y e d  by accident or by an act of God provided that - a 4 of the folhming e t i o n s  are met: 

a) Tbpmpertybeingreplacedmusthavebeendamagedor 
destroyed by accident or an act of God. 

b) The accident or act of God which m g e d  or destmyed the 
property clccurd w i t h i n  the three calendar years preceding 
the CULlMt assessment year. 

c) The replacanent Canstruction occurred sarretime in the year 
followirKJ last year's tax dqy. 

d) TheWoftheamuntalloweciasrepl- acement construction does 
rmtexceedthemofthepropertydamagedasdestrayed. If 
the true cash value of the construction exceeds the true cash 
dueoftheparrpertythatwasdamagedordestroyed, the 
excess anuunt mst be treated as "new construction" under 
category #3 above. 

The dollar amunt of the addition in the capped value formula for 
reP1- - 'on is calculated as follows: 

T13v of Taxable Value of the subject 

m of the subject property 
inthepreviousyear 

ArMition= Replacment x propeay in theprev  ioplsyedz:. 

ptn: 1995, tb 7 e h m t  in the fanaiLa aborre is 50% since the 

taxablevalueinl994wasthesEv.  infu future year st his 
ratio lRIst be calculated since it may be less than 50%. 

6)  mmdiation (axmctmn * )of Emrirwmentalclmbmma * tion 

An incsease in the value of a parcel attributable to carplete or 
partial CorJectiOn of ernrirwmental CantiPlllM tion which existed on 
lastyear'staxdayisanadditian. Thedegmeofmledla tion 

Nakval Resmmes. 
WhLCh has occuned shall be dstennined by the Department of 

Ihe in=rease in value is frequently hot the same as the cost to 
remciiate. 

The dollar ammt of the addition i n  the capped value formula for 
an irrcrease in value attributable to -tion of envimnmntal 
contarmination is. calculated as follows: 

Taxable Value of subject property 
as if it had not been 

Imreasein contaminated 
=: TCV due to X flJv of subject property as i f  it 

&¶=di.ation had not been contaminated 
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Far 1995, the t h i d  el- of the fazrmla abuve is 50% since 
taxable value in 1994 was the 1994 SEV. IbarJever, starting in 
1996, this ratio rrmst be calculated since it may be less than 50%. 

An increase in value attributable to an increase in the occupancy 
rate of an i.nccm procfucing property is an addition pmided one 
of the following ConditioIlS is met: 

a) 

b) 

A loss was all& in a previouS year due to a decrease in 
a=PncY=-!or 

A loss was allow& in a previous year on newly constructed 
Ipoperty due to a below mrket omqancy. 

Nute: Pleaserefertotheaecticmofthis-Met.inlabeled 
fcxan- - of w b n  a &cmase in rate 

canbecomickedaloes. 

The dollar ammt of the addition in the capped value foxmula for 
an irmcrease in value attrihtable to an increase in occupancy rate 
is calculated as follows: 

Increase in 

Occupancy Increase 

Taxable Value of the subject 

TCV of the subject property 
in the previous year. 

Addition= n=Vdueto xparoperty intheprev ious year 

/ 
Faf 1995, t k  third el- of th= farrmla above is 50% since 
taxable value in 1994 was the SEV. However, starting in 1996, 
this ratio n u s t  be calculated. 

Public services means mter service, sewer service, a primary 
access mad, natural gas service, electrical service, telepbne 
service, sicksdh, or stmet lighting. 

An increerse in Tcv attributable to plblic services is an addition 
in the asses- year following the year when the public senrices 
were initially available. 

The dollar aRlDunt of the addition in the capped value f o d a  for 
public services is calculated as follows: 

Imrease in 
Addition= TcNdueto X 50% 

Public senrices 



!I!%? following are - not additions far the CappedlAlW fannila: 

1) Platting, Sp lits, or ccmbinatians 

An imrease in value attrihtable to platting, splits, or 
canbination of parcels is nut an addition unless they are 
accanpaniedby a physical change in the property or unless the 
increase is due to public services (see number 8 above). 

2)  Zoning chanqe 

An increase in value attributable to a change in zoning is not an 
addition. 

'3 1 Inflation 

Anhxease in value due to inflation is iiot an addition. 

4)  Ecormnic Conditions 

An imrease invalue due to an imprwanent in econanic conditions 
is not an addition. 

PA 415 defines losses for the capped value foranila. The following am losses 
f r a n  PA 415: 

property that has been destmyd or removed is a loss for the 
capped value fornula. !Be drollar m t  of the loss in the capped 
value f d  is calculated as follows: 

m of =/ the previous year. 

Taxable Value of the subject 
Ir#rs = - X pmpmyinttaeprw iausyear . 

Tcv of the subject property in 

Far 1995, tbe third elenmt of tbe fcmmla above is 50% since 
taxable value in 1994 was the 1994 SEV. HclkRver, Starting in 
1996, this ratio m s t  be d a t e d  sin=e it may be less than 50%. 

property is property that was subject to ad valoran 
taxation on the p i o u s  tax day but is exempt on the current tax 
day. 

 he dollar iproplnt of the loss in the capped value fonmla for 
exrmpt ~operty is the taxable vdlue of the prop5Ety exempted. 
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3) Decreasein- Rate 

A deuease in value attrbtable to a decrease in the ocmpanq 
rate! for an incane producing pmperty is a loss, pruvided that the 

foreseeable future. When an occqncy rate which is at the 
stabilized level for the area decreases temporarily but is 
expcted to return soon to the stabilized level, no adjusmt in 

decressed ccmpmy rate is plrojected to be penaanent into the 

the value of the praperty is warranted. 

Liloewise, a newly constructed office building which is only 50% 
occupied on t a x  day should not be valued as i f  the 50% occqanq 
were penwnent i f  the stabilized occupancy rate for the area is 
much higher than 50%. 

The dollar a m m t  of the loss in the capped value formula for a 
loss in value attributable to a decmase ih the o m p n c y  rate is 
calculated as follows: 

Decrease in Taxable Value of the subject 
m d u e t o  X ~ i n t h e p r e c e d i n g Y e a r *  

Lnss = n=v of subject property in the 

Far 1995, is 50% since 
Hxmmr, startsng * i n  taxable value in 1994 was the 1994 SEW. 

1996, this ratio nust be calculald since it may be less than 50%. 

4 )  Etlvi?mmrmaYcontarmna -property 

A 
wh ich  existed on the pmperty on the current tax day is a loss for 
the capped value f-a. 

The dollar. Bmaunt of the loss in the capped value f o d a  is 
calculated a8 follows: 

in value attributable to enviromental contamination 

The degree of contamination must be 
detenained by the Department of Natural Resources. 

zjoss = 

Taxable Value of subject 
property in the previous year 
i f  it had not been 

previous y w r  if it had not 

Decmas@in 
n=Vattributable X wntamna * t e d  
to contarminatian m of subject property in the /- conteaninated. 

~ a r  1995, the ~‘el- of the fanmala is 50% since 
taxable value in 1994 was the 1994 SEV. However, starting in 
1996, t h i s  ratio.mst be calculated since it may be less than 50%. 
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T h  followirmg are - not 'losses: 

1) Plat-, Sp lib, or Canbinations 

A decream in value attrihtable to platting, splits, or 
canbinations of parcels is not a loss. 

A decreae in value attributable t o  a change in zoning is hot a 
loss. 

3) Deflation 

A decrease in value due t o  deflation is not a loss. 

4) - coIlditions - 

A decrease in value due t o  worsening econCanic conditions is not a 
loss. 

Taxes on the IFT roll are calculated by multiplying the appropriate millage by 
the State Equalized Value of the property. It is, therefore, not necessary to 
calculate a capped value for the IPT roll. 

H) Notice  of &uxsaea mxrease 

State Tax Cannission (SIC) Bulletin No. 14 of 1994 infomed assessors and 

of assessment increase in 1995. 
equalizatiandimcbrs about t he  additional itelus rqlired to be on the notice 

PA 415 ackb the following 2 requiraaents startmq in 1995 regarding the notice 
of asses- increase: 

The following sta- appears on the model notice of assessment increase 
hluded with Sn: Bulletin No. 14 of 1994. This language must appar on 
all Ilotices of assessnEnt inuease in 1995. 

P m p 6 d .  A, passed by t b  waters on Efarch 15, 1994, places a limit on .t.he 
valueusedtocaqpl ; tepanperty~.  s r N e I n G I N l 9 9 5 , m -  
~ w I u ; B E ~ ~ ' J a x A 8 t E ~ ( s e e L i n e 4 ~ o w ) .  Inthe 
p a 8 t , y u l r ~ h a v e b e m c a l c u L a t s d u s i n g ~ ~  value (sev). 

value is t b ~ V a l W  miltiplied by the Ekplization stateEquauD& 
RK=tr, if-. S t a t e E q u a b d  - valuenrrstapprrrnrimate 
value. ! 5 e ~ v a l u e i s t h e l o w e ! r o f t h e l 9 9 5 s t a t e ~  value 

imxease or decreeae c b  433 Fhlysical changes inyarr property. 

50% of Blzlljoet 

or the 1994 Statxz Epsualiaed Value nultiplied by 1.026 which is the 
~PriCeIrdaslbrthecurmntperiod. Taxablevaluemaydlso 
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1997 SUPPLEMENT TO STC BULLETIN NO. 3 OF 
1995 
Note: While the materials which follow are part of item #11 of this bulletin, they are labeled as 

a Supplemental to STC Bulletin No. 3 of 1995 with the thought that they will also be 
copied and added to STC Bulletin No. 3 of 1995 in order to keep all information 
regarding the formulas for additions and losses together in one place. 

11) Section 34d - Additions Used in the Capped Value Formula and in the “Headlee” 
and “Truth in Taxation” Millage Rollback Calculations (Page 13 of the copy of PA 
476 of 1996) 

PA 476 of 1996 changes the method of calculating the Additions for Replacement 
Construction and Increase in Occupancy Rate. These Additions are used in the 
formula for calculating Capped Value and in the calculation of the millage rollbacks for 
the “Headlee” and Truth in Taxation” rollbacks. 

The formulas for calculating the Additions for Replacement Construction and for an 
Increase in Occupancy Rate are contained in STC Bulletin No. 3 of 1995. THOSE 
FORMULAS ARE NO LONGER CORRECT. 

’ 

Pa 476 OF 1996 requires that the answers by the formulas for these 2 types of additions 
(as discussed in STC Bulletin No. 3 of 1995) must also be multiplied by the lesser of 1.05 
or the rate of inflation (1.028 for 1997 assessments). 

The following are the old formulas and the new formulas for each of these 2 types of 
additions. 

Replacement Construction 

Old Formula NO LONGER USED 

TCV of 

Construction 

Taxable Value of the subject 
Additions = Replacement X QroDertv in the Drevious year 

TCV of the subject property 
in the previous year 



New Formula USED STARTING IN 1997 

TCV of Taxable Value of the subject Lesser of 

Construction TCV of the subject property Inflation 
Additions = Replacement X p r otxrty in the previous year X 1.05 or 

in the previous year Rate 
Increase in Occupancy Rate 

Old Formula NO LONGER USED 

Increase in Taxable Value of the subject 
Addition = TCV due to X property in the previous year 

Occupancy Increase TCV of the subject property 
In the previous year 

- 

New Formula USED STARTING IN 1997 

Increase in Taxable Value of the subject Lesser of 

Occupancy Increase FCV of the subject property 
Addition= TCVdueto X romrtv in the urevious year X 1.05 or 

Inflation 
In the previous year Rate 

The other changes made to the definitions of Additions and Losses simply clarifji the 
involvement of the Department of Environmental Quality (formerly the Department of 
Natural Resources) in the calculation of Additions and Losses related to environmental 
contamination. Please see pages 14 and 15 of the copy of PA 476 of 1996 attached to 
this bulletin for the details on those changes 

END OF SUPPLEMENT TO STC BULLETIN NO. 3 OF 
1995 




